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[bookmark: _Toc200524286]Allowable and Unallowable Costs
School food authorities and community sponsors (sponsors) that operate USDA Child Nutrition Programs (Program), including the National School Lunch Program, School Breakfast Program (collectively known as the School Nutrition Programs (SNP)), Summer Food Service Program (SFSP), Seamless Summer Option (SSO), Fresh Fruit and Vegetable Program (FFVP) and the Child and Adult Care Food Program (CACFP) must ensure Program funds are used solely for the operation and improvement of the Program. Sponsors must comply with federal and state laws and regulations.
Regulations require that all expenditures, whether funded wholly or in part with Program funds, comply with all federal, state, and local procurement requirements. All expenditures must be necessary, reasonable, allowable, allocable, and adequately documented for the effective and efficient operation of the nonprofit foodservice account (NFSA). Sponsors should familiarize themselves with 2 CFR Part 200 Subpart E Cost Principles to determine whether a cost is allowable. FNS Instruction 796-2 Revision 4 establishes program standards, principles and guidelines for financial management in CACFP.
Sponsors must follow proper procurement procedures when procuring all goods and services. When goods or services of any dollar amount are not procured properly, the cost of those goods/services is considered unallowable. Non-program funds, such as the general fund or donations, must be used to pay for any goods/services procured improperly. For more information and guidance on General Expenditures, review 2 CFR 200 Uniform Administrative requirements, Cost Principles, and Audit Requirements for Federal Awards. 
The following examples provide guidance on common allowable and unallowable uses of Program funds. This list is not all-inclusive. Sponsors should contact their SNP or CNP regional specialist if they have additional questions.
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[bookmark: _Toc223345399]Definitions
Sponsors may review 2 CFR 200.1 for definitions of key terms used in this resource. Below are definitions for procurement terms that sponsors should familiarize themselves with.
[bookmark: _Toc223345400]Reasonable
A cost is reasonable if it does not exceed an amount that a prudent person would incur under the circumstances prevailing when the decision was made to incur the cost. In determining the reasonableness of a given cost, consideration must be given to the following (2 CFR 200.404):
· Whether the cost is generally recognized as ordinary and necessary for the recipient's or subrecipient's operation or the proper and efficient performance of the Federal award;
· The restraints or requirements imposed by such factors as sound business practices; arm's-length bargaining; Federal, State, local, tribal, and other laws and regulations; and terms and conditions of the Federal award;
· Market prices for comparable costs for the geographic area;
· Whether the individuals concerned acted with prudence in the circumstances considering their responsibilities to the recipient or subrecipient, its employees, its students or membership (if applicable), the public at large, and the Federal Government; and
· Whether the cost represents a deviation from the recipient's or subrecipient's established written policies and procedures for incurring costs.
[bookmark: _Toc223345401]Allowable
Except where otherwise authorized by statute, costs must meet the following criteria to be allowable under Federal awards (2 CFR 200.403):
· Be necessary and reasonable for the performance of the Federal award and be allocable thereto under these principles.
· Conform to any limitations or exclusions set forth in these principles or in the Federal award as to types or amount of cost items.
· Be consistent with policies and procedures that apply uniformly to both federally financed and other activities of the recipient or subrecipient.
· Be accorded consistent treatment. 
· For example, a cost must not be assigned to a Federal award as a direct cost if any other cost incurred for the same purpose in like circumstances has been allocated to the Federal award as an indirect cost.
· Be determined in accordance with generally accepted accounting principles (GAAP), except, for State and local governments and Indian Tribes only, as otherwise provided for in this part.
· Not be included as a cost or used to meet cost sharing requirements of any other federally-financed program in either the current or a prior period. See § 200.306(b).
· Be adequately documented. See §§ 200.300 through 200.309.
· Administrative closeout costs may be incurred until the due date of the final report(s). If incurred, these costs must be liquidated prior to the due date of the final report(s) and charged to the final budget period of the award unless otherwise specified by the Federal agency. All other costs must be incurred during the approved budget period. At its discretion, the Federal agency is authorized to waive prior written approvals to carry forward unobligated balances to subsequent budget periods. See § 200.308(g)(3).
[bookmark: _Toc223345402]Allocable
A cost is allocable to a Federal award or other cost objective if the cost is assignable to that Federal award or other cost objective in accordance with the relative benefits received. This standard is met if the cost satisfies any of the following criteria:
· Is incurred specifically for the Federal award;
· Benefits both the Federal award and other work of the recipient or subrecipient and can be distributed in proportions that may be approximated using reasonable methods; or
· Is necessary to the overall operation of the recipient or subrecipient and is assignable in part to the Federal award in accordance with these cost principles.
[bookmark: _Toc223345403]Allocation of indirect costs
All activities which benefit from the recipient's or subrecipient's indirect cost, including unallowable activities and donated services by the recipient or subrecipient or third parties, will receive an appropriate allocation of indirect costs.
[bookmark: _Toc223345404]Limitation on charging certain allocable costs to other Federal awards
A cost allocable to a particular Federal award may not be charged to other Federal awards (for example, to overcome fund deficiencies or to avoid restrictions imposed by Federal statutes, regulations, or the terms and conditions of the Federal awards). However, this prohibition would not preclude the recipient or subrecipient from shifting costs that are allowable under two or more Federal awards in accordance with existing Federal statutes, regulations, or the terms and conditions of the Federal awards.
[bookmark: _Toc223345405]Direct cost allocation principles
If a cost benefits two or more projects or activities in proportions that can be determined without undue effort or cost, the cost must be allocated to the projects based on the proportional benefit. However, when those proportions cannot be determined because of the interrelationship of the work involved, then, notwithstanding 2 CFR 200.405(c), the costs may be allocated or transferred to benefited projects on any reasonable documented basis. Where the purchase of equipment or other capital asset is specifically authorized under a Federal award, the costs are assignable to the Federal award regardless of the use that may be made of the equipment or other capital asset involved, when no longer needed for the purpose for which it was originally required. See also §§ 200.310 through 200.316 and 200.439.
[bookmark: _Toc223345406]Adult Meals vs Program Staff Meals
[bookmark: _Toc223345407]Adult Meals
The USDA defines adult meals as program meals, consisting of all the required components in a reimbursable meal, served to adults. Program meals served to teachers, administrators, custodians, and other adults are considered adult meals.
[bookmark: _Toc223345408]Program Staff Meals
Meals served to adults who are directly involved in Program operation and administration may, at the discretion of the sponsor, be furnished at no charge. Positions eligible for this benefit are funded by Program funds and dedicate the majority of their time supporting the Program. These meals are a program benefit and are not classified as adult meals. 
[bookmark: _Toc223345409][bookmark: _Toc200524766][bookmark: _Toc200534114]Common Expenditures
[bookmark: _Toc223345410]Advertising
· Allowable: Advertising media include magazines, newspapers, radio and television, direct mail, exhibits, and electronic or computer transmittals
[bookmark: _Toc223345411]Disposal of Surplus Materials
· Allowable: Materials and expenses to obtain services to properly dispose of scrap or surplus materials are an allowable use of Program funds 
[bookmark: _Toc223345412]Outreach
· Allowable: Materials and expenses for communication with parents and the community about program activities and services
· Advertising required by the Federal award, such as printing household meal applications, advertising SunBucks, or summer meals
· Unallowable: Materials and expenses for public relations materials or activities designed solely to promote the sponsor and not promote the programs the sponsor operates
· Unallowable: Any promotional items, materials, or decorations that are only used once
[bookmark: _Toc223345413]Procurement
· Allowable: Materials and expenses to publicize procurement solicitations 
· Procure goods or services, such as equipment and food products used in the Program
[bookmark: _Toc223345414]Recruitment
· Allowable: Materials and expenses to recruit personnel
[bookmark: _Toc200524767][bookmark: _Toc200534115][bookmark: _Toc223345415]Alcohol
· Unallowable: Alcoholic beverages
[bookmark: _Toc200524768][bookmark: _Toc200534116][bookmark: _Toc223345416]Audit Services
· Allowable: A reasonably proportionate share of the costs of audits required by and performed per the Single Audit Act Amendments of 1996 (31 U.S.C. 7501-7507) is an allowable cost
· Example: If the audit covers Program and non- Program, a percentage of the audit fee can be paid for with Program funds
· Unallowable: The cost for any audit not conducted per requirements 
[bookmark: _Toc200524769][bookmark: _Toc200534117][bookmark: _Toc223345417]Bad Debts, Outstanding Student Debt
· Unallowable: Debts which have been determined to be uncollectable, including losses (whether actual or estimated) arising from uncollectable accounts and other claims
· Unallowable: Outstanding student debt from nonpayment of school meals is an unallowable cost to the NFSA and cannot be absorbed by the food service program at the end of the school year
· Unallowable: Related collection costs and related legal costs, arising from such debts after they have been determined to be uncollectable 
· Delinquent debt no longer being collected must be written off as bad debt
· Bad debt must be written off as an operating loss but may not be absorbed by the non-profit school foodservice account; it must be restored using non-federal funds:
· School division’s general fund
· Special funding from State or local governments
· Contributions or donations 
[bookmark: _Toc223345418]Catering
· Allowable: The NFSA may be used to support catering (including staff café foods and services) if:
· The NFSA is reimbursed by the general fund or another source for all catering events
· The site/school charges and receives payment for all catering expenses, including labor, food, supplies, and equipment (if applicable)
· The catering is self-supporting, meaning at least breaks even
· The catered foods are added to the Nonprogram Food Revenue calculation
· [bookmark: _Toc200524771][bookmark: _Toc200534119]Unallowable: The NFSA is used to support catering and the account is not reimbursed for all expenses, including labor, food, supplies, and equipment (if applicable)
[bookmark: _Toc223345419]Cell Phones
· Allowable: Cell phones and cell phone expenses if the cell phone contract is in the sponsor’s name and not in the name of the individual employee using the cell phone 
· Unallowable: Cell phones and cell phone expenses considered to be a stipend or allowance
· Unallowable: Cell phones and cell phone expenses purchased and registered in the name of the employee
· Cell phones registered in the name of the employee may be reimbursed by the sponsor if:
· It is used for business purposes only and it must be assured as such (for example, through a signed agreement)
· It is used for both business and personal use and the sponsor has a methodology to show it is accurately allocated between personal and business use
· For example, if an employee works 7 hours per day, 20.8% (35 hours/workweek ÷ 168 hours/week) of the cell phone bill can be reimbursed by the sponsor
· Written documentation to support both the methodology and the payment must be kept on file
[bookmark: _Conferences_and_Trainings][bookmark: _Toc200524772][bookmark: _Toc200534120][bookmark: _Toc223345420]Conferences and Trainings
A conference is defined as a meeting, retreat, seminar, symposium, workshop, or event whose primary purpose is the dissemination of technical information beyond the non-Federal entity and is necessary and reasonable for successful performance under the Federal award. 
Reimbursement costs for travel and meals must get approval and may be charged on an actual, per diem, or mileage basis, provided that the method used results in charges consistent with those normally allowed by the institution in its non-Program operations.
· Allowable: Conference costs paid by the sponsor as a sponsor or host of the conference may include rental of facilities, speakers' fees, costs of meals and refreshments, local transportation, and other items incidental to such conferences, unless further restricted by the terms and conditions of the Federal award
· Sponsors must exercise discretion and judgment in ensuring that conference costs are appropriate, necessary, and managed in a manner that minimizes costs to the Federal award
· Allowable: The cost of training and education provided for employee development
· Allowable: Meals at conferences, trainings, and other in-person professional development events when training falls over a meal period or is an extended period of time and providing meals or refreshments would be integral to the agenda (purpose, flow, hours, location, etc.) (for special event or Holiday meals, see Holiday Meals)
· Example: Working lunch during an 8-hour training day
· Allowable: Reimbursement for the cost of meals Program staff purchased on their own when attending a conference, training, or other in-person professional development event where no meal is provided 
· Example: VDOE-SCNP in-person training day did not provide a lunch and a School Nutrition Director had to purchase their own lunch
· Unallowable: Meals served at conferences, trainings, and other in-person professional development events which includes only internal staff and does not fall over a meal period or extended period of time
· Example: The training is half day
· Unallowable: College tuition and expenses to help a newly hired director meet hiring standards, per the USDA Guide to Professional Standards for School Nutrition Professionals
[bookmark: _Toc200524773][bookmark: _Toc200534121][bookmark: _Toc223345421]Contributions
· Unallowable: Contributions of cash, property, and services by the sponsor to another entity 
[bookmark: _Toc200524774][bookmark: _Toc200534122][bookmark: _Toc223345422]Depreciation
Depreciation is the method for allocating the cost of fixed assets to periods benefiting from asset use. The recipient or subrecipient may be compensated for the use of its buildings, capital improvements, equipment, and software projects capitalized, per generally accepted accounting principles, provided that they are needed and used in the recipient's or subrecipient's activities and correctly allocated to Federal awards. The compensation must be made by computing the proper depreciation (2 CFR 200.436). Review the Commonwealth Accounting Policies and Procedures Manual at 30605 for guidance on useful life.
· Allowable: Depreciation or use allowances based on a straight-line calculation method (the pattern of consumption of the asset) or another method which allows the sponsor to demonstrate with clear evidence that the expected pattern of consumption would be greater in the earlier portions of the asset’s useful life 
· Unallowable:
· Depreciation calculated by any method other than a straight-line calculation unless the sponsor can demonstrate with clear evidence that the expected pattern of consumption would be greater in the earlier portions of the asset’s useful life 
· Depreciation recorded on the cost of land; any portion of the cost of a building donated by the federal government no matter where the title was originally vested 
· Depreciation for any asset purchased with restricted Program funds
· Depreciation for any asset that has been paid for in full though payments were made over more than one fiscal year 
· Depreciation for any asset that has outlived its depreciable life 
· Depreciation for any asset that is paid for in full in the current fiscal year 
[bookmark: _Toc200524775][bookmark: _Toc200534123][bookmark: _Toc223345423]Entertainment
· Unallowable: Costs of entertainment, including amusement, diversion, and social activities, and any associated costs (such as gifts or meals)
· Examples: gift cards, appreciation gifts, retirement gifts, team building, and team parties 
· Sponsors may request prior approval from VDOE-SCNP to use Program funds for specific entertainment costs that have a purpose
[bookmark: _Toc200524777][bookmark: _Toc200534125][bookmark: _Toc223345424]Equipment/Property
[bookmark: _Toc223345425]Disposal of Equipment
Disposition of equipment/property should follow these requirements: 
· The NFSA must be credited for the full amount received for the sold equipment/property if it was purchased with 100% of Program funds 
· Items of equipment/property purchased with partial Program funds may be retained, sold, or otherwise disposed of
· If sold and NFSA paid a percentage of the total cost for the equipment/property, the NFSA must receive a portion of the sale price (percentage of cost) that is equal to the portion the NFSA paid (percentage of cost) toward purchase—multiply the current market value or proceeds from sale by NFSA share of the equipment/property
· Retired Equipment/Property That Will Not Be Replaced: Equipment/property purchases for use in the Program must be used by the sponsor in the program(s) for which it was acquired for as long as it is needed
· When equipment/property is no longer needed by the Program and will not be replaced, other USDA programs have first preference in using the equipment/property
· If another program uses the retired equipment/property, the use of the equipment/property must not interfere with the work of the Program
· Retired Equipment/Property That Is Replaced: If acquiring replacement equipment/property, the Sponsor may also use the retired equipment/property as a trade-in or sell the property and use the proceeds to offset the cost of the replacement equipment/property
The Sponsor must establish proper procedure for the sale of retired or replaced equipment/property to ensure the highest possible return if the equipment/property is sold or donated. All funds from the disposition of equipment/property must be deposited into the NFSA. 
[bookmark: _Toc223345426]Expendable Equipment and Other Supplies (small wares)
· Allowable: Materials or supplies used specifically in the sponsor operation, including items that must be replaced from time to time
· Examples: Small wares (pots and pans, serving trays, serving utensils), mops, brooms, and cleaning supplies 
[bookmark: _Toc223345427]Nonexpendable Equipment
· Allowable: Items or equipment used directly in preparing, storing, or serving meals (review the VDOE-SCNP Pre-Approved Equipment List)
· Allowable: Reasonable costs associated with equipment installation, including:
· Acquisition costs necessary for the successful installation and operation of the equipment, such as delivery, installation, testing, and disposal of old equipment
· Minor kitchen modifications (e.g., moving electrical outlets, upgrading the electrical voltage, small plumbing upgrades, improving ventilation to support equipment)
· Necessary accessories or auxiliary costs (e.g., mixer shredder plates, choppers, etc.)
· Ancillary costs such as freight and protective in-transit insurance
· Construction costs if they are directly related to the proper installation and operation of the new equipment (e.g., structural adjustments, modifying a kitchen layout, moving a wall, widening a doorway, shelves or counters, etc.)
· Unallowable: Items or equipment purchased that is over $10,000, not on the VDOE-SCNP Pre-Approved Equipment List, and the sponsor did not request pre-approval from VDOE-SCNP
[bookmark: _Toc223345428]Office Equipment (including computers)
· Allowable: Computers and computing devices that are essential to program operation (including Point of Sale (POS) systems (hardware and software))
· Allowable: Items used to support program operations, goals, and objectives, including cash registers, adding machines, software, communication equipment, and other equipment used exclusively for the Program operation
· Allowable: Maintenance, upkeep, and repair of allowable office equipment 
[bookmark: _Toc223345429]Care and Maintenance
Sponsors must use the following guidance for equipment/property purchased with Program funds: 
· Must retain equipment property records that include the following information:
· Description of the equipment/property 
· Serial number of the identification number 
· Source for the equipment/property 
· Entity holding the title, if applicable 
· Acquisition date 
· Cost of equipment/property 
· Location 
· Percentage of federal funds in the cost of the equipment/property 
· Disposition data, including the date of disposal and sale price of the equipment/property if sold
· Must take a physical inventory of the equipment/property, and the results reconciled with the records at least every two years
· Must develop a control system to ensure adequate safeguards to prevent loss, damage or theft of the equipment/property
· Any loss, damage or theft must be investigated
· Must develop adequate maintenance procedures to keep the equipment/property in good condition
· Must provide this documentation when requested by VDOE-SCNP
[bookmark: _Toc200524778][bookmark: _Toc200534126][bookmark: _Toc223345430]Facilities
[bookmark: _Toc223345431]Improvement, Rearrangement, and Reconversion
· Sponsors may request prior approval from VDOE-SCNP to use Program funds for aesthetic painting job costs for cafeteria serving lines or the dining space, including murals
· Sponsors do not need to submit a Capital Expenditure Request through SNPWeb (see Capital Expenditures) for a painting job because painting is not considered equipment
· Allowable: Costs associated with a painting job in the kitchen to maintain health and safety standards
· Example: fixing chipped paint that is above the serving line
· Unallowable: Costs associated with remediation or repair to a school building
· Example: Plumbing, heating, air conditioning that add to the permanent value of the school building
· These costs should be borne by the division’s general fund
[bookmark: _Toc223345432]Insurance
· Allowable: Premiums for covering Program property in connection with general operations and sound business practices, or premiums for insurance that the sponsor is required to carry by federal, state, or local regulation or law 
· Unallowable: Loss resulting from failure to maintain insurance as prescribed by regulation 
[bookmark: _Toc223345433]Land Purchase, Acquisition, and Construction
· Unallowable: Expenditures to purchase land, acquire or construct buildings, or make alterations to existing buildings that materially increase the value of capital assets
· Sponsors that believe they have severe hardship or other extraordinary circumstances that would justify spending for land or construction may submit a request to VDOE-SCNP
[bookmark: _Toc223345434]Rental of Facilities or Equipment
Sponsors may refer to 2 CFR 200.465 for regulations on the limitations and requirements for rental costs of real property and equipment. 
· Allowable: Rental or lease fees for non-sponsor-owned facilities such as cafeterias, kitchens, or storage facilities required for specific program needs 
· Example: If the sponsor is leasing or renting an office space, it must be necessary, reasonable, and allocable, that is, allocated according to use if the space/property is used or shared with other non-CNP programs
· The sponsor must use proper procurement procedures to obtain the lease
· Unallowable: Rental or usage fees for sponsor-owned equipment or facilities, such as cafeterias, kitchens, or storage facilities
[bookmark: _Toc223345435]Security
· Allowable: Expenses for the protection and security of program-related facilities, personal, and work products, including wages and uniforms of personnel engaged in security activities, equipment, barriers, and contracted services 
[bookmark: _Toc223345436]Services
· Allowable: Services which are necessary for the operation of the program, including services such as pest control, trash removal, security, janitorial, and temperature monitoring 
[bookmark: _Toc223345437]Utilities
· Allowable: Actual costs for utilities (gas, water, or electricity) that are either accounted for separately or prorated for the Program
· Sponsors must have a documented and reasonable method to determine the cost of utilities, for example:
· Having a separate meter for the kitchen and foodservice storage areas (direct cost); or
· Applying a square foot percentage of total building space in use by the food service program to determine the food service program’s proportion of the utility cost (indirect cost)
· Review the VDOE-SCNP Indirect Cost webinar in Virtual Virginia for more information
[bookmark: _Toc200524779][bookmark: _Toc200534127][bookmark: _Toc223345438]Financial
[bookmark: _Toc223345439]Audits
· Allowable: Cost for audits conducted per Program requirements
· Allowable: If an organization-wide audit covers both Program and non-Program requirements, the proportional cost of the Program-specific audit is allowable
· Unallowable: Cost for any audit not conducted per Program requirements 
[bookmark: _Toc223345440]Bank Fees
· Allowable: Bank service fees for Program accounts (check printing and routine account servicing charges)
· Unallowable: Insufficient fund charges
[bookmark: _Toc223345441]Cost Sharing
· Unallowable: Charging any items or services that are part of cost sharing or matching requirement to the NFSA 
[bookmark: _Toc223345442]Improperly Procured Products or Services
· Unallowable: Costs incurred as a result of improperly procured products and/or services, whether the cost was incurred because of micro-purchase, small purchase, invitation for bids, or request for proposals methods of purchasing
[bookmark: _Toc223345443]Interest
· Allowable: Financing costs (including interest) to acquire, construct, or replace capital assets, subject to the conditions of 2 CFR 200.449, including, but not limited to:
· The allowable asset costs to acquire facilities and equipment are limited to a fair market value available to the non-Federal entity from an unrelated (arm's length) third party
· The non-Federal entity expenses or capitalizes allowable interest cost per GAAP
· Unallowable: Costs incurred for interest on borrowed capital, temporary use of endowment funds, or the use of the non-Federal entity's own funds, however represented, and interest attributable to a fully depreciated asset
· Examples: Credit card interest
· Unallowable: Expenses used for lobbying and membership in an organization that devotes substantial activities to lobbying and influencing legislation 
[bookmark: _Toc223345444]Scholarship
· Unallowable: Use of funds from any Child Nutrition Program payments, rebates, credits, or other income for student scholarships 
[bookmark: _Toc223345445]School Improvement
· Unallowable: Use of funds from any Child Nutrition Program payments, rebates, credits, or other income for school improvement expenses 
[bookmark: _Toc223345446]Taxes
· Unallowable: Cost incurred when filing federal and state income tax returns or their equivalent
[bookmark: _Toc200524780][bookmark: _Toc200534128][bookmark: _Toc223345447]Food Operation (food service goods and supplies)
· Allowable: Food purchases and costs directly related to the storage, handling, processing, and transportation of foods and supplies
[bookmark: _Toc200524781][bookmark: _Toc200534129][bookmark: _Toc223345448]Fines, Penalties, Damages, and other Settlements
· Unallowable: Fines, penalties, damages, or other settlements resulting from violations or alleged violations of, or failure of the entity to comply with, federal, state, local, or other government agencies 
[bookmark: _Toc200524782][bookmark: _Toc200534130][bookmark: _Toc223345449]Fundraising, Actions to Raise Funds for the Program
· Unallowable: Costs of organized fundraising, including financial campaigns, endowment drives, solicitation of gifts and bequests, and similar expenses incurred to raise capital or obtain contributions
· Unallowable: Costs of investment counsel and staff and similar expenses incurred to enhance income from investments are unallowable except when associated with investments covering pension, self-insurance, or other funds, which include Federal participation allowed by this part
[bookmark: _Toc200524783][bookmark: _Toc200534131][bookmark: _Toc223345450]Goods for Personal Use
· Unallowable: Costs of goods or services for an employee’s personal use, even if reported as taxable income to the employee
· Examples: employee appreciation gifts, retirement gifts, etc. 
[bookmark: _Toc200524784][bookmark: _Toc200534132][bookmark: _Toc223345451]Indirect Costs
· Allowable: Indirect costs are allowable costs if the sponsor and LEA have a written indirect cost rate agreement and all indirect cost regulations are followed
· Sponsors should refer to SCNP Director’s Memo #2023-2024-86, Indirect Cost Recovery from Nonprofit School Food Service Accounts, for detailed guidance on indirect costs
[bookmark: _Toc223345452]Legal Expenses and Other Professional Services
· Allowable: Cost of services performed by individuals who are not officers or employees of the institution when the services are required in the administration of the Program
· Unallowable: Costs of civil, legal, or other proceedings, including appeals, when the proceedings result in suspension, debarment, or Program termination 
[bookmark: _Toc200524786][bookmark: _Toc200534134][bookmark: _Toc223345453]Lobbying
· Unallowable: Expenses used to influence the outcomes of any federal, state, or local election, referendum, initiative, or similar procedure, through in-kind or cash contributions, endorsements, publicity, or similar activity 
· Unallowable: Expenses used to establish, administer, contribute to, or pay the expenses of a political party, campaign, political action committee, or other organization established to influence the outcomes of elections in the United States 
· Unallowable: Expenses used to influence the introduction of federal or state legislation; the enactment or modification of any pending Federal or state legislation through communication with any member or employee of the Congress or state legislature (including efforts to influence state or local officials to engage in similar lobbying activity); or any government official or employee in connections with a decision to sign or veto enrolled legislation 
· Unallowable: Expenses used to attend a legislative session or committee hearing with the intent of gathering information regarding legislation and analyzing the effect of legislation when such activities are carried on in support of or in knowing preparation for an effort to engage in unallowable lobbying 
[bookmark: _Toc200524787][bookmark: _Toc200534135][bookmark: _Toc223345454]Outreach and Public Relations
· Allowable: Costs specifically required by the federal award
· Allowable: Costs of communicating with the public and press about specific activities or accomplishments which result from the performance of the Federal award (considered necessary as part of the outreach effort for the Federal award)
· Allowable: Costs of conducting general liaison with news media and government public relations officers, to the extent that such activities are limited to communication and liaison necessary to keep the public informed on matters of public concern
· Example: notices of funding opportunities, financial matters, etc.
· Unallowable: Any promotional materials or activities for purposes other than those described as allowable, including:
· Costs of meetings, conventions, convocations, or other events related to other activities of the entity, including:
· Costs of displays, demonstrations, and exhibits
· Costs of meeting rooms, hospitality suites, and other special facilities used in conjunction with shows and other special events
· Salaries and wages of employees engaged in setting up and displaying exhibits, making demonstrations, and providing briefings
· Costs of promotional items and memorabilia (models, gifts, souvenirs)
· Costs of advertising and public relations design solely to promote the sponsor
[bookmark: _Toc223345455]Committees
· Allowable: Expenses for organizing or activities related to committees or councils that increase outreach and promote program involvement 
[bookmark: _Toc223345456]Promotional Materials
· Allowable: Exhibits or other information sharing activities (including printed materials) related specifically to the Program to communicate information and messages central to program operations and program mission 
· Allowable: Activities to maintain and promote understanding of the Program and favorable relations with the community or public at large, or any segment of the public 
· Allowable: Any promotional materials/decorations for Holiday or seasonal themes, so long as the materials/decorations:
· have a food or nutrition theme (example: apple cider tasting)
· are reasonable (review 2 CFR 200.404)
· must be used more than once
· Unallowable: Any promotional materials or activities for purposes other than those described as allowable, including the following types of costs:
· Meetings, conventions, and convocations 
· Cost of displays, demonstrations, and exhibits, meeting rooms, hospitality suites, and other special facilities used in conjunction with shows and other special events 
· Salaries and wages of employees engaged in setting up and displaying exhibits, making demonstrations, and providing briefings 
· Cost of promotional items and memorabilia, including models, gifts, and souvenirs 
· Cost of advertising public relations designed solely to promote the sponsor
· Unallowable: Any promotional materials that are only used once
[bookmark: _Toc200524788][bookmark: _Toc200534136][bookmark: _Toc223345457]Professional Services
· Allowable: Costs of professional and consultant services rendered by persons who are members of a particular profession or possess a special skill, and who are not officers or employees of the non-Federal entity
· Sponsors should ensure that in the case of a guest speaker for staff training, that the services are necessary, the cost is reasonable, and the training topics fall under an approved Professional Standard Area(s)
[bookmark: _Toc200524789][bookmark: _Toc200534137][bookmark: _Toc223345458]Program Operations, Printing, and Reproduction Equipment or Services
· Allowable: Materials used to provide notification, maintain records, or other uses related specifically to program objectives 
[bookmark: _Toc200524790][bookmark: _Toc200534138][bookmark: _Toc223345459]Publication and Printing Costs
· Allowable: Fees for memberships, materials, subscriptions, and professional activities used to benefit or improve the operation of the food service program 
· Unallowable: Fees for memberships in any civic or community organization as well as country club or social or dining club or organization 
· Unallowable: Costs for membership in organizations whose primary purpose is lobbying 
[bookmark: _Toc200524791][bookmark: _Toc200534139][bookmark: _Toc223345460]Staff
Reimbursement costs for travel and meals must get approval and may be charged on an actual, per diem, or mileage basis, provided that the method used results in charges consistent with those normally allowed by the institution in its non-Program operations.
[bookmark: _Toc223345461]Cafeteria Monitor
· Allowable: Funds used for personnel directly involved in operating or administering the Program who have monitoring duties assigned to them as part of or integral to their regular food service program responsibilities 
· Unallowable: Funds used to pay meal service monitor salaries for personnel not directly involved in operating or administering the Program and who do not have monitoring duties assigned to them as part of or integral to their regular food service program responsibilities 
[bookmark: _Toc223345462]College Credits
· Unallowable: Cost incurred by an individual to obtain the college credits needed to meet the hiring professional standards 
[bookmark: _Toc223345463]Custodial Staff 
· Allowable: Free meals may be offered to custodial staff if the services directly relate to the food service operation, so long as it is in the local division’s or organization’s Program policy
· Examples: Multiple tasks directly relating to the operation, such as sweeping, mopping, sanitizing tables, and performing waste management in the kitchen and cafeteria
· Unallowable: The local division or the organization does not have a policy in place
· Unallowable: The duties do not directly relate to the food service operation
· Unallowable: The custodial staff only provides one service that directly relates to the food service operation
· Example: Only sweeping the serving line after service
[bookmark: _Toc223345464]Fringe Benefits
· Allowable: Benefits for employees, including leave, insurance, pension, and unemployment plans, provided the following criteria are met:
· Established in written policies 
· Equitable allocation for related activities for all programs 
· Appropriate accounting procedures are in place 
· Allowable: Cost of professional crisis intervention counseling and emergency medical care when the costs are a direct result of the sponsor’s participation in the Program
· Unallowable: Benefits that include the use of an automobile for personal use of an employee, including transportation to and from work, whether the cost is a direct or an indirect cost to the program (whether the cost is reported as taxable income to the employee)
[bookmark: _Toc223345465]Labor
· Allowable: Payments for labor and other services directly related to the food service operation, including the employer’s share of retirement, social security, insurance payments, fringe benefits, and severance required by law, employer‐employee agreement, established institutional policy, or circumstances of the particular employment 
· Allowable: Prorated portion of the salaries of janitorial, maintenance workers, secretarial, and finance staff for services performed specifically for the Program operation 
[bookmark: _Toc223345466]Memberships, Subscriptions, and Professional Activity Costs
· Allowable: Fees for memberships, materials, subscriptions, and professional activities used to benefit or improve the operation of the food service program 
· Unallowable: Fees for memberships in any civic, community organization, country club, social, dining club, or organization 
· Unallowable: Costs for membership in organizations whose primary purpose is lobbying 
[bookmark: _Toc223345467]Personal Use
Unallowable: Costs of goods or services for an employee’s personal use, even if reported as taxable income to the employee 
[bookmark: _Holiday_Meals][bookmark: _Toc223345468]Holiday Meals
Unallowable: Costs of meals for special events, specifically for adult meals or meals for Program staff (for meals at conferences and trainings, see Conferences and Trainings)
· Example: Providing a separate Holiday meal to Program staff that is not the Holiday meal provided to students
· Example: Serving a special meal to Program staff during awards or to demonstrate staff appreciation
[bookmark: _Toc200524792][bookmark: _Toc200534140][bookmark: _Toc223345469]Tips, Service, Delivery Fees
Tips/service/delivery fees noted in this section are related to local deliveries, such as grocery delivery services like Instacart, which are becoming more common. 
· Allowable: Delivery and service fees
· Unallowable: Tips, however, they may be charged to the general fund
[bookmark: _Toc223345470]Travel and Mileage
Reimbursement costs for travel and meals must get approval and may be charged on an actual, per diem, or mileage basis, provided that the method used results in charges consistent with those normally allowed by the institution in its non-Program operations.
· Allowable: Expenses incurred for staff travel related to the improvement of the food service program and to meet the professional standards training requirements, such as workshops, conferences, and training programs 
· Examples: expenses for transportation, lodging, subsistence, incidentals, mileage, parking fees, etc.
· Allowable: When an institution owns or leases vehicles or its employees, officers, directors or trustees use personally owned or personally leased vehicles for Program purposes, the institution may use actual costs or a mileage allowance
· Example: Sponsor staff drives to bank to deposit check into NFSA, the mileage is reimbursable
· Example: Sponsor staff drives to sponsored sites for monitoring visits or to deliver meals, the mileage is reimbursable
· Unallowable: Costs incurred for commercial air travel in excess of the basic least expensive unrestricted accommodations class offered by commercial airlines 
· Unallowable: If the Sponsor has established rates that are different from the state, federal GSA, or IRS rates, VDOE-SCNP can limit the amounts charged for Program mileage and other Program travel costs of an institution if:
· The amount requested by the institution is unreasonable
· The VDOE-SCNP determines through reviews, audits, or other information that the requested rate will likely cause financial burden to the Program
· Unallowable: Mileage/trip reimbursement for personal travel, even if it overlaps with Program travel 
· Unallowable: The reimbursement for the cost of commuting to and from work
[bookmark: _Toc200524793][bookmark: _Toc200534141][bookmark: _Toc223345471]Transportation, Meal Production Related Activities
· Allowable: Reasonable costs associated with purchasing, transporting, and disposing of food items, meals, or stored items used to support the food service program 
[bookmark: _Toc200524795][bookmark: _Toc200534143][bookmark: _Toc223345472]Special Situations
[bookmark: _Toc223345473][bookmark: _Toc200524796][bookmark: _Toc200534144]Administration Costs (CACFP Only)
· Allowable: CACFP administrative costs up to 15% of meal reimbursements
[bookmark: _Toc223345474]Allocable Cost Charges to Other Federal Awards
Any cost to a particular federal award that is allocable may not be charged to other federal awards to overcome fund deficiencies or avoid restrictions imposed by federal statutes, regulations, or terms and conditions of the federal awards.
However, this prohibition would not preclude a sponsor from shifting costs that are allowable under two or more federal awards per existing Federal statutes, regulations, or the terms and conditions of the federal awards.
[bookmark: _Toc200524797][bookmark: _Toc200534145][bookmark: _Toc223345475]Charging Funding Source for a Payment
If a sponsor pays a bill with funds from the NFSA that was not previously charged to the NFSA, the sponsor must add an equal amount of nonfederal funds to the NFSA for the payment to be an allowable cost.
[bookmark: _Toc200524798][bookmark: _Toc200534146][bookmark: _Toc223345476]Employee Timekeeping
Sponsors are expected to ensure that salary and wage expenses are correctly charged to the NFSA. Sponsors must have a timekeeping record system, paper or electronic, that accurately reflects the work performed by employees for the nonprofit food service program. 
The timekeeping record system must meet the following requirements: 
· Be supported by a system of internal controls that provides reasonable assurance that the charges are accurate, allowable, and properly allocated. 
· Be incorporated into the sponsor’s official records that include a hand signature by the employee and the supervisor certifying the accuracy of the records. 
· Comply with the established accounting policies and practices put in place by the sponsor to ensure program integrity. 
The timekeeping record system must provide the following information: 
· Actual hours worked, not estimated hours worked, for both hourly and salaried employees compensated by the sponsor for each pay period, integrating compensation provided by Program funds and non-program funds. 
· Distribution of the employee’s salary or wages among specific activities or cost objectives if the employee works on Program and non-program projects. 
[bookmark: _Capital_Expenditures][bookmark: _Toc200524799][bookmark: _Toc200534147][bookmark: _Toc223345477]Capital Expenditures
A capital expenditure is an expense of $10,000 or more for an item that is to be used for general purposes and is intended to be used for multiple years. This includes equipment, meaning tangible personal property (including information technology systems) having a useful life of more than one year and a per-unit acquisition cost which equals or exceeds the lesser of the capitalization level established by the non-Federal entity for financial statement purposes, or $10,000. For capital expenditures, Sponsors must use the following guidance: 
· Prior Approval: Before making a capital expenditure, the sponsor must submit a request to VDOE-SCNP; the sponsor must have VDOE-SCNP approval before purchasing the capital expenditure item
· Capital Improvements: Capital expenditures for improvements to land, buildings, or equipment that materially increase their value or useful life are unallowable as a direct cost except with the prior approval of VDOE-SCNP 
· Charge Period: Capital expenditures must be charged in the period in which the expenditure is incurred unless VDOE-SCNP approves a payment structure that spans multiple funding years
· Direct Cost: Capital expenditures must be coded as a direct cost; they cannot be classified as an indirect cost
· Procedure to Request a Capital Expenditure: To request a capital expenditure, Sponsors must complete the capital expenditure request in SNPWeb and provide documentation to support the request within 30 days
[bookmark: _Toc200524800][bookmark: _Toc200534148][bookmark: _Toc223345478]Nutrition Education
· Allowable: Nutrition education and related activity expenses that the activity’s impact directly supports the operation and/or improvement of the Program
· When assessing the allowability, Sponsors must consider whether the proposed costs: 
· Are reasonable, necessary, and allocable
· Support the operation of and/or improvement of the Program objectives to serve nutritious meals that meet the meal pattern
[bookmark: _Toc200524801][bookmark: _Toc200534149][bookmark: _Toc223345479]Universal School Meals Program
· Allowable: Sponsors may choose to allow sites to provide meals to all students at no charge at breakfast, lunch, both breakfast and lunch, or afterschool snack
· Sponsors may operate universal free meals under CEP, Special Provision 2, or under standard counting and claiming
If the sponsor adopts a universal free meals program, the sponsor agrees to supplement Program funds with non-program funds if the cost of operating the universal free feeding program exceeds the revenue of the Program.
[bookmark: _Toc200524802][bookmark: _Toc200534150][bookmark: _Toc223345480]Farm to Program Activities
Program funds may be used to support Farm to Program activities (e.g. Farm to School, Farm to CACFP, Farm to SFSP, etc.) if the expenditure is an allowable cost. To determine if costs associated with nutrition, food, and agriculture education; school gardening; local procurement; or other farm to school activities are allowable, the Program should first confirm:
· the activities support the operation or improvement of the school meal program;
· the expenses are necessary, reasonable, and allocable; and 
· the Program is providing meals in compliance with meal patterns and resource management.
[bookmark: _Toc223345481]Program Staff
· Allowable: Positions that support farm to Program activities (Example: Farm to School Coordinator, School Garden Coordinator, etc.)
· In cases where only a portion of the position’s time is spent directly in support of Program operations, the Program can only cover that portion of the position’s salary
· Unallowable: Staff positions strictly supporting agriculture classes, Future Farmers of America clubs, or other school associations
[bookmark: _Toc223345482]Nutrition Education Activities
· Allowable:
· growing food that will be used in the meal service
· activities that enhance students’ preference for fruits and vegetables or increase the likelihood of students eating fruit and vegetables offered on the serving line
· taste tests
[bookmark: _Toc223345483]Local Food Procurement
· Allowable: The USDA encourages Programs to procure unprocessed locally grown and raised agricultural products to the maximum extent practicable and appropriate
·  Local food must be competitively procured.
· Each Program defines “local” per its Program needs and goals, as there is no Federal definition of “local.”
· Local foods may include fruits, vegetables, beans, grains and flour, meat, poultry, fish, unprocessed condiments, herbs, eggs, unprocessed or minimally processed products, and dairy
[bookmark: _Toc223345484]Supplies or Equipment for School Garden or Student Farm
· Allowable: Supplies and equipment for the garden or farm can be competitively procured, so long as the products grown are used within the context of the Program (Example: served through a taste test or as part of a school meal) and served the purpose of supporting the operation of or improving the Program
· Examples include items such as seeds, fertilizer, water cans, and rakes
· Depending on the cost, moveable structures such as hoop houses and high or low tunnels may be considered a supply or equipment
· Unallowable: Land and building purchases are unallowable. See Facilities expenses under Land Purchase, Acquisition, and Construction section for more information
[bookmark: _Toc223345485]Student-Grown Products
· Allowable: Programs have three options to obtain school garden products for use in school meals:
· Donation: products grown or raised in the school garden are donated to the cafeteria and may be used in meal preparation and/or for taste testing purposes. Procurement regulations do not apply when products are donated. Programs should ensure the product meets their general food safety requirements. Sometimes, Programs purchase the inputs for the garden, as allowed, and then the produce is donated to the cafeteria at harvest.
· Intergovernmental Agreement: the Sponsor enters into an agreement with the public entity (usually a school or division) that operates the garden. The agreement may outline the price for the produce, relative timelines, and expectations of both parties. This option is most relevant when the school garden is operated by the school or district itself, a department within the division or by another state or local government agency that wishes to sell produce such as a local department of recreation or a state department of agriculture. 
· A price analysis must be conducted to ensure that products purchased from the school garden or student farm are purchased at reasonable prices. 
· Purchase: Programs can conduct a procurement for food items grown and/or raised by students. In many cases, the purchase may fall below the most restrictive applicable small purchase threshold, so the Program may request a quote from the school garden operator and other entities. Geographic preference may be used. Due to the low transportation cost of the garden products, it is likely the price for garden products will be competitive with other suppliers. This option is most relevant when the school garden is operated by a non-governmental entity (Example: nonprofit organization) that wishes to sell to the school meal programs.
[bookmark: _Toc223345486]Sale of Production from a Garden Funded by Program Funds
If the Program sells produce from a garden or farm that is funded by the Program, the revenue must accrue back to the NFSA.
[bookmark: _Toc223345487]Use of Fresh Fruit and Vegetable Program Funds
Sponsors may visit the FFVP training in Virtual Virginia for more information on FFVP funds.
· Allowable: Program funds used to support FFVP nutrition education, purchase fresh fruits and vegetables, and small wares
· Unallowable: FFVP funds cannot be used to purchase supplies or equipment for Program farms and/or gardens. 
[bookmark: _Toc200534151][bookmark: _Toc223345488]Specialized Service Facilities
· Allowable: costs of services provided by highly complex or specialized facilities (computing facilities, wind tunnels, reactors) operated by the sponsor, provided the charges for the services meet these conditions:
· The costs must be charged and allocated directly to the applicable Federal awards based on actual usage of the services on the basis of a schedule of rates or established methodology that:
· does not discriminate between activities under Federal awards and other activities of the recipient or subrecipient, including usage by the recipient or subrecipient for internal purposes, and
· is designed to recover only the aggregate costs of the services
· Rates must be adjusted at least biennially
· Costs from past years that were not charged to the Program cannot be charged to the current year
· As an alternative to charging as direct costs, such costs may be included in an Indirect Cost Rate Proposal and charged to the school meals program as part of the approved indirect cost rate, if approved by the cognizant agency. Consider any items of income or Federal financing that qualify as applicable credits under 2 CFR § 200.406.
· Under extraordinary circumstances, the cognizant agency for indirect costs and the recipient or subrecipient may negotiate and establish an alternative costing arrangement if it is in the Federal Government's best interest.
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